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Section 9

recurring nature attributable to serv-
ices performed in prior accounting
years.

(ii) Operating expenses shall be sub-
classified in terms of functional activi-
ties as provided in sections 10 and 11.

(3) Nonoperating income and exrpense—
net. This primary classification (8100)
shall include income and loss incident
to commercial ventures not inherently
related to the performance of the com-
mon carrier air transport services of
the accounting entity; other revenues
and expenses attributable to financing
or other activities which are extra-
neous to and not an integral part of air
transportation or its incidental serv-
ices; and special recurrent items of a
nonperiod nature.

(4) Income taxes for current period.
This primary classification (9100) shall
include provisions for Federal, state,
local, and foreign taxes which are
based upon the net income of the air
carrier for the current period together
with refunds for excess profits credits
or carryback of losses and increases or
reductions of income taxes of prior
years of a magnitude which will not
distort net income of the current ac-
counting year. Income taxes applicable
to special income credits or debits re-
corded in profit and loss classification
9700 Extraordinary Items, and other
material income tax items not allo-
cable to income of the current account-
ing year, shall not be included in this
classification but in profit and loss
classification 9700 Extraordinary
Items.

(5) Discontinued operations. This pri-
mary classification (9600) shall include
earnings and losses of discontinued
nontransport operations and gains or
losses from the disposal of non-
transport operations the result of
which are customarily accounted for
through profit and loss objective ac-
counts 86, 87 and 88.2.

(6) Extraordinary items. This primary
classification (9700) shall include mate-
rial items characterized by their un-
usual nature and infrequent occur-
rence.

(T Cumulative effect of changes in ac-
counting principles. This primary classi-
fication (9800) shall include the cumu-
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lative effect of material changes in ac-
counting principles.

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-841, 39 FR 11997, Apr. 2, 1974; ER-
980, 42 FR 36, Jan. 3, 1977, Amdt. 241-58, 54 FR
5594, Feb. 6, 1989]

Section 9 Functional Classification—
Operating Revenues

3900 Transport Revenues.

This classification is prescribed for
all air carrier groups and shall include
all revenues from the air transpor-
tation of traffic of all classes. It shall
consist of the following subclassifica-
tions:

3100 Scheduled Services.

This subclassification shall include reve-
nues from the transportation by air of indi-
vidual passengers or cargo shipments (as op-
posed to charter flights) pursuant to pub-
lished schedules, including extra sections
and other flights performed as an integral
part of published flight schedules.

3200 Nonscheduled Services.

This subclassification shall include reve-
nues from the transportation by air of traffic
applicable to the performance of aircraft
charters, and other air transportation serv-
ices not part of services performed pursuant
to published flight schedules (but shall not
include data applicable to flights performed
as extra sections to published flight sched-
ules, which shall be reported in the sub-
classification 3100 Scheduled Services).

[ER-755, 37 FR 19726, Sept. 21, 1972, as amend-
ed by ER-1401, 50 FR 243, Jan. 3, 1985]

4800 Transport-Related Revenues.

(a) This classification is prescribed
for all air carrier groups and shall in-
clude all revenues from the United
States Government as direct grants or
aids for providing air transportation
facilities and all revenues from serv-
ices which grow from and are inci-
dental to the air transportation serv-
ices performed by the air carrier.

(b) Revenues related to services of a
magnitude or scope beyond an inci-
dental adjunct to air transportation
services shall not be included in this
classification (see section 1-6(b)). Reve-
nues applicable to such services shall
be included in profit and loss classifica-
tion 8100, Nonoperating Income and Ex-
pense-Net, and the accounting modified
to conform with that of a nontransport
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division whether or not the service is
organized as a nontransport division.

[ER-841, 39 FR 11997, Apr. 2, 1974]

Section 10 Functional Classification—
Operating Expenses of Group I Air
Carriers

5100 Flying Operations.

(a) This function shall include ex-
penses incurred directly in the in-flight
operation of aircraft and expenses at-
taching to the holding of aircraft and
aircraft operational personnel in readi-
ness for assignment to an in-flight sta-
tus.

(b) This function shall not include ex-
penses incurred in repairing, servicing
or storing aircraft, expenses incurred
on the ground in protecting and con-
trolling the inflight movement of air-
craft, or the compensation of ground
personnel and other expenses incurred
in scheduling or preparing aircraft or
aircraft operational personnel for
flight assignment. Such expenses shall
be included in function 5400 Mainte-
nance or function 6900 General Services
and Administration.

5400 Maintenance.

(a) This function shall include all ex-
penses, both direct and indirect, spe-
cifically identifiable with the repair
and upkeep of property and equipment
as may be required to meet operating
and safety standards; in inspecting or
checking property and equipment in
accordance with prescribed operational
standards; and in polishing or cleaning
property and equipment when such
polishing or cleaning is not an inci-
dental routine in connection with the
normal productive use of property and
equipment.

(b) This function shall include the
cost of direct labor, materials, and out-
side services and maintenances over-
head or other costs specifically associ-
ated with maintenance operations re-
gardless of the location at which in-
curred.

(¢c) This function shall not include
costs incurred in the construction, im-
provement, or modification of property
and equipment even when necessitated
to meet new or changed operating or
safety standards. Such costs shall be

Section 10

charged to appropriate property and
equipment accounts.

(d) Costs incurred by aircraft han-
dling personnel in visual inspection,
minor check and servicing of aircraft,
while in line service, shall not be in-
cluded in this function when performed
as an incidental routine during the
normal productive use of aircraft but
shall be included in function 6900 Gen-
eral Services and Administration.

(e) Each Group I air carrier shall
maintain the following subfunctions:

5200 Direct Maintenance.

a. This subfunction shall include the costs
of labor, materials and outside services con-
sumed directly in periodic maintenance op-
erations and the maintenance and repair of
property and equipment, of all types and
classes, regardless of the location at which
incurred, exclusive of costs specifically iden-
tified with maintenance property and equip-
ment expenses in balance sheet accounts 1630
Equipment, 1639 Improvements to Leased
Buildings and Equipment, and 1640.1 Mainte-
nance Buildings and Improvements which
shall be included in subfunction 5300 Mainte-
nance Burden.

b. The cost of direct labor, materials and
supplies, as well as outside repairs, used in
the maintenance and repair of property and
equipment shall be recorded on running job
orders or tickets covering repairs and peri-
odic inspections except servicing. Where a
number of like items are maintained on a
group basis, it will be necessary to maintain
only one job order for each group.

c. When supervisory personnel such as crew
chiefs, inspectors and foremen are engaged
in direct labor in connection with equipment
maintenance, a proportionate part of their
salaries and wages shall be charged to the
appropriate direct labor accounts. The cost
of transporting property to and from shops
for repair and maintenance shall be included
as a part of the cost of the materials and
supplies used in the repair or maintenance of
such property and equipment. Transpor-
tation charges, customs and duties, etc.;
shall be included in the cost of repairs and
maintenance operations when made by out-
side parties.

5300 Maintenance Burden.

a. This subfunction shall include all over-
head or general expenses which are specifi-
cally identified with activities involved in
periodic maintenance operations and the
maintenance and repair of property and
equipment of all types and classes, including
the cost of direct labor, materials and out-
side services identified with the maintenance
and repair of maintenance property and
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